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AMERICAN INSTITUTE OF ACCOUNTANTS 


PUBLICATION OF "YEARBOOK" 
DEFERRED 


Publication of the 1936 Yearbook of 
the American Institute of Accountants 
will be deferred until it is possible to 
include in the lists of members all those 
who have been admitted as a result of 
the consolidation of the Institute and 
the American Society of Certified Pub- 
lie Accountants. The Yearbook is ex- 
pected to appear about the end of Janu- 


ary. 


ONE NATIONAL ORGANIZATION 


The phrase ‘‘One national organiza- 
tion’’ need no longer be enclosed in quo- 
tation marks. It has become a reality, 
with the approval by mail vote, by a 
majo! all the members of the In. 
ti imendment to article II of 
*+2’s by-laws, providing for ad- 
all members of the American 

ety of Certified Public Accountants 
i good sianding August 31, 1936, who 
elect to be admitted. The vote on this 
amendment was as follows: 


n ol 


Entitled to vote.................. 2835 
1571 
Against 70 


The president declared the amendment 
effective as of November 21, 1936, and 
steps were immediately taken to transfer 
to the Institute those members of the 
Society who had elected to become mem- 
bers or associates. At the date when this 
Bulletin goes to press members and asso- 
ciates have actually been transferred and 
have been notified of the fact, bringing 
the membership at December 10, 1936, 
to 4,334. 

With these final steps, therefore, the 
Institute suddeuly finds itself practi- 
cally double its previous size, and with 
greatly enlarged resources. The officers 
are eager to dispose rapidly of the final 
details of organization and administra- 
tion, so that a program of constructive 
effort on behalf of the whole profession 


may be launched on a scale greater than 
ever before. 


Among other things, the executive 
committee has under consideration sug- 
gested plans for continuation of a Wash- 
ington office. Arrangements have al- 
ready been made whereby publication of 
the Certified Public Accountant will be 
continued by the Institute in place of 
the present monthly Bulletin. 


In view of the imminent publication 
of the 1936 Yearbook of the Institute 
which is expected to appear toward the 
end of January, it has been decided not 
to publish in the Bulletin the names of 
all those members and associates admit- 
ted through the merger. Their names 
and addresses will, of course, be included 
in the membership lists as published in 
the year-book. 

All amendments to the by-laws sub- 
mitted for mail vote in the ballot dated 
October 29, 1936, were approved by the 
membership with relatively few negative 
votes. They have been declared effective 
by the president. An explanation of 
each of these amendments appeared in 
the November Bulletin. 


Following notification to members of 
the Society who had elected to be trans- 
ferred to the Institute, that the transfer 
had been accomplished, another mail 
ballot, dated December 3, 1936, was sub- 
mitted to all the members for a vote by 
mail on the questions relating to change 
of name and so-called ‘‘regional repre- 
sentation.”’ 


The nature of these amendments and 
the manner in which they were proposed 
was explained fully in the November is- 
sue of the Bulletin, and a copy of this 
explanation will be sent to any member 
who desires it. 


As this Bulletin goes to press too few 
ballots have been returned to indicate 
what the result of the vote may be. 


Pamphlet reprints of the by-laws as 
they now exist, including amendments 
up to December 3rd, have been sent to 
all members to assist them in voting in- 


telligently on the proposals ndw before 
them. 
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ELECTION OF MEMBERS 


In the absence of protest, the presi- 
dent has declared elected, as members 
and associates respectively, 49 applicants 
whose election was recommended by the 
board of examiners and approved by the 
council. 


Following are the new members and 
associates : 


ADVANCED TO MEMBERSHIP 


Audie John Lynn, Louisville 
R. C. Mounsey, Seattle 
Gershom Arthur Savage, Tulsa 


ADMITTED AS MEMBERS 


Irving J. Angell, Springfield, Mass. 
Harry W. Babineau, Bridgeport 
George D. Bailey, Detroit 

Arnold L. Barrett, Detroit 

Clyde A. Brown, Roanoke 

William Sherman Dent, Denver 
Dante Fava, Jamaica 

John E. O. Feller, Cleveland 

Elmer E. Fox, Wichita 

Paul Fox, New York 

Milton L. Ganly, New York 

John H. Garrison, New York 
Frank Ellwood Hanson, New York 
John B. Hart, New York 

Joseph F. Kehoe, San Francisco 
Nathaniel Kramer, New York 
Harold C. Lang, New York 

John F. Long, San Francisco 
Maurice A. Martin, Washington, D. C. 
J. Royden Nelson, Seattle 

Frank B. Nixdorff, New York 
William H. Nussbaum, Carlstadt, N. J. 
Thomas M. O’Neill, Philadelphia 
George A. Owen, New York 

Roger A. Pellaton, New York 
Joseph L. Pflug, Atlanta 

Emil G. Randau, Milwaukee 

Louis A. Rifkin, New York 

Perey R. Rogers, Washington, D. C. 
I. Arnold Ross, New York 

Harold Stanley Russell, Rochester 
C. Burdette Sadler, Los Angeles 
Harry A. Schultz, Harrisburg 
Allan Semple, New York 

Richard J. Shipway, Sioux City 
Jay C. Van Kirk, New Orleans 
Kenneth Russell White, Louisville 
Roy E. Williams, Philadelphia 


ADMITTED AS ASSOCIATES 
Douglas M. Burns, Seattle 
Otis J. Chamberlain, New Orleans 
Robert I. Foster, Boston 
Manfred Holck, Austin 
Samuel W. Levitan, Washington, D. C. 
John MacLachlan, New York 
J. Harold Rees, Washington, D. C. 
D. B. Springer, Cleveland 


APPOINTMENTS 


The president has appointed the fol- 
lowing committees to serve for the fiscal 
year, 1936-1937: 


Committee on Accounting Procedure 
Paul K. Knight, Chairman, New York. 
Samuel J. Broad, New York. 
Anthony Jaureguy, Massachusetts. 

P. W. Pinkerton, Pennsylvania. 
George Rossetter, Illinois. 
Prior Sinclair, New York. 
(One vacancy). 


Committee on Budget and Finance 
P. W. R. Glover, Chairman, New 
York. 
J. K. Mathieson, Pennsylvania. 
I. Graham Pattinson, New York. 


Committee on By-Laws 
George Cochrane, 
York. 
R. W. E. Cole, California. 
James J. Hastings, New Jersey. 
Harold A. Mock, Massachusetts. 
Frank L. Wilcox, Texas. 


Committee on Credentials 
Simon Loeb, Chairman, New York. 
Harold J. Beairsto, New York. 
Walter N. Dean, New York. 
W. J. Forster, New York. 
Martin F. Kortjohn, New York. 


Committee on Meetings 
P. W. R. Glover, Chairman, New 
York. 
Allan Davies, New York. 
A. S. Fedde, New York. 


Committee on Publication 
C. Oliver Wellington, Chairman, New 
York. 
P. F. Brundage, New York. 
Henry B. Fernald, New York. 
Frank Wilbur Main, Pennsylvania. 
M. E. Peloubet, New Jersey. 


Chairman, New 
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Committee on State Legislation 
Charles H. Towns, Chairman, New 
York. 
Gordon S. Battelle, Ohio. 
William Charles, Missouri. 
G. Charles Hurdman, New York. 
A. H. Puder, New Jersey. 


Special Committee on Commercial 
Arbitration 
John A. Conlin, Chairman, New Jer- 
sey. 
G. Russell Brown, Arkansas. 
. J. Pryse Goodwin, New York. 
Allen Redeker, Colorado. 
John J. White, New Jersey. 


Special Committee on Codperation with 
Bankers 
A. S. Fedde, Chairman, New York. 
J. N. Aitken, Pennsylvania. 
James F. Hughes, New York. 
J. R. Nelson, Texas. 
Charles Passmore, Illinois. 
PLitin Sounders, Massachusetts. 
axer, Missouri. 
*pocial Committee on Codperation with 
‘ment Bankers 
ler S. Banks, Chairman, New 
Melville Coursen, New York. 
, S. D. Leidesdorf, New York. 
Harold B. Simpson, New York. 
Thomas A. Williams, Louisiana. 


Special Committee on Codperation with 
State Securities Commissioners 
Lewis Ashman, Chairman, Illinois. 
Henry J. Miiier, Louisiana. 
J. Carl Parry, Pennsylvania. 
Charles H. Schoolar, Texas. 
Rodney F. Starkey, New York. 


Special Committee on Codperation with 
Stock Exchanges 
Frederick H. Hurdman, Chairman, 
New York. 
Archibald Bowman, New York. 
Arthur H. Carter, New York. 
George Cochrane, New York. 
Paul K. Knight, New York. 
Geoffrey G. Rowbotham, New York. | 
j Walter A. Staub, New York. 


Special Committee on Federal Corporation 


Law 
Lewis Lilly, Chairman, California. 
William H. Ball, Michigan. 


James Councilor, District of Colum- 
bia. 

Carl Penner, Wisconsin. 

P. W. Pettengill, Illinois. 


Special Committee on Governmental 


Accounting 
George P. Ellis, Chairman, Mlinois. 
T. Coleman Andrews, Virginia. 
R. J. Hannon, New York. 
Proctor H. Kerr, Missouri. 
Lloyd Morey, Illinois. 
K. W. Parham, North Carolina. 
William H. Welcker, Pennsylvania. 


Special Committee on Social Security Act 

Harold C. Anderson, Chairman, Dis- 
trict of Columbia. 

Alexander H. Beard, New York. 

J. Chester Crandell, Massachusetts. 

_— Darby, District of Colum- 

ia. 

Goodwin P. Graham, District of Co- 
lumbia. 

David L. Milne, New York. 


—— Committee on State Corporation 
aws 
Philip S. Suffern, Chairman, New 
York. 
David Himmelblau, Illinois. 
George Kingsley, New Jersey. 
I. H. Krekstein, Pennsylvania. 
W. D. Morrison, Colorado. 
H. T. Seovill, Ilinois. 
Albert J. Watson, California. 
Committee on Terminology 
Erie L. Kohler, Chairman, Tllinois. 
Alexander H. Beard, New York. 
Stephen Gilman, Illinois. 
Joseph J. Klein, New York. 
Norman J. Lenhart, New York. 
Walter Mucklow, Florida. 
Gabriel A. D. Preinreich, New York. 
Special Committee on Codperation with 
Securities and Exchange 
Rodney F. Starkey, Chairman, New 
York. 
Samuel J. Broad, New York. 
Charles B. Couchman, New York. 
Andrew Stewart, New York. 
Homer N. Sweet, Massachusetts. 
C. O. Wellington, New York. 
— Committee on Natural Business 
ear 
Ralph S. Johns, Chairman, New Jer- 
sey. 
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Charles B. Couchman, New York. 
William R. Donaldson, New York. 
J. William Hope, Connecticut. 
Francis E. Welch, Rhode Island. 


Committee on Federal Taxation 

Victor H. Stempf, Chairman, New 
York. 

Berl G. Graham, Ohio. 

a Kendrick, District of Colum- 
ia 

J. S. Seidman, New York. 

Clarence L. Turner, Pennsylvania. 


Committee on Arbitration 
Edw. S. Rittler, Chairman, Louisiana. 
William Cotton, Kentucky. 
Henry M. Thomson, California. 


Special Committee on Public Utility Ac- 
counting 

Joel M. Bowlby, Chairman, Illinois. 
George D. Bailey, Michigan. 

Einar C. Christensen, Pennsylvania. 
Paul Grady, New York. 

Henry A. Horne, New York. 

E. B. MeGuinn, Illinois. 

Walter A. Staub, New York. 


Special Committee on Savings and Loan 
Accounts 
Frank S. Glendening, Pennsylvania. 
Leo P. Gallagher, Illinois. 
Morris Hoenig, New Jersey. 
A. P. McCarroll, New York. 
I. B. MeGladrey, Iowa. 


EXAMINATION RESULTS 


The papers of 520 candidates who sat 
for the Institute’s examinations on No- 
vember 12th and 13th in states which 
have adopted the Institute’s plan of co- 
Speration have been graded by the Insti- 
tute’s examiners. 

The results, as reported to the state 
boards on December 12th, showed that 
69% were passed in auditing, 68% were 
passed in commercial law, and 8% were 
passed in accounting theory and prac- 
tice. 

At the May, 1936, examinations, 59% 
were passed in auditing, 45% were 
passed in commercial law, and 9% were 
passed in accounting theory and prac- 
tice. 

Altogether 29 state and territorial 
boards used the Institute’s examinations. 


RUFUS RICKER 


Rufus Ricker, a charter member of the 
American Institute of Accountants, died 
on July 16th at the age of 86. 

Mr. Ricker was born at Davenport, 
Iowa, and for many years practised in 
that state as a certified public account- 
ant. For the past five years he had 
made his home with relatives at San 
Benito, Texas. 


PROFESSIONAL ETHICS 


The chairman of the committee on 
professional ethics has authorized the 
following statement for the information 
of the membership: 

‘Following the merger of the two na- 
tional accounting organizations there 
may be some questions regarding princi- 
ples of professional conduct which mem- 
bers of the single national organization 
will be asked to uphold, and a brief sum- 
mary of these principles may be in order 
at this time. 

‘*Since the Institute is the continuing 
national organization its by-laws and 
rules of professional conduct remain in 
force unless or until they are amended 
in the regular manner, and the commit- 
tee on professional ethies is, of course, 
bound to act in accordance therewith. 
In the event of a complaint, the commit- 
tee must, according to its collective con- 
science, determine whether a prima-facie 
violation is indicated. If so, it is then 
required to report the case for a hearing 
before the council sitting as a trial 
board. 

‘Any member or associate of the In- 
stitute has the right to suggest changes 
in the rules. Those suggestions will be 
considered by the council, which has the 
authority to amend the rules if it so de- 
sires. 

“‘By custom the committee on profes- 
sional ethics has assumed the right to 
advise members and associates on ques- 
tions of ethics or etiquette which may 
disturb them. However, if the commit- 
tee finds it is unable to express an opin- 
ion on a given question, this shall not be 
construed as an endorsement of a pos- 


Bulletin of American Institute of Accountants 


sible course of action which may be sug- 
gested in the question. 


‘‘In the course of the history of the 
Institute about 45 actual trials have 
been conducted. Many hundreds of cases 
have been disposed of without recourse 
to the trial board, through the codpera- 
tion of the member against whom the 
complaint had been made, in agreeing 
to discontinue the objectionable proced- 
ure which had caused the complaint. 


‘““The program of activities of the In- 
stitute for the fiscal year 1936-1937, pub- 
lished under the authority of the execu- 
tive committee, empowers the committee 
on professional ethics to ‘inform the 
membership of the decisions and opin- 
ions reached, so far as it may be appro- 
priate to do so, in order that the Insti- 
tute’s findings may be available as a 
= to all members.’ From time to 
't seems practicable and appro- 
committee may release to the 

summaries of its decisions 
s questions or complaints, for 

‘on and discussion, which may 
iead te crystallization of the opinions of 
the membership as a whole on controver- 
sial points. 


‘*A brief summary of the provisions 
governing professional conduct of mem- 
bers of the Institute may be helpful at 
this time. 


‘*Article V, section 4, provides that a 
member or an associate renders himself 
liable to suspension or expulsion by the 
council sitting as a trial board for eight 
specified causes, including the following: 
(1) if he infringes any of the by-laws 
or any of the rules of professional con- 
duct as approved by the council of the 
Institute; (2) if he is held by the coun- 
cil to be guilty of an act discreditable to 
the profession; and (3) if his certificate 
as a certified public accountant is re- 
voked or withdrawn. The council holds 
the rules of professional conduct to be 
supplementary to these clauses of the 
by-laws. In other words, the fact that 
a particular course of conduet is not 
mentioned in the twelve formal rules of 
professional conduct does not imply that 
it will be condoned—if, for example, it 
should fall under the general provis- 


erehip 
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ions of the by-laws relating to ‘an act 
disecreditable to the profession.’ 


‘“‘The rules themselves briefly deal 
with the following matters: 


*‘1, Conditions under which the 
designation ‘Member or associate of the 
American Institute of Accountants’ may 
be properly used by an individual or 
firm. 

‘*2. Misstatement or omission of fact 
from accountancy statements which is 
wilful or the result of gross negligence. 

‘‘3. Prohibition against a member’s 
permitting another person to practise in 
his name as a public accountant who is 
not a member or an associate of the In- 
stitute or in partnership with the mem- 
ber concerned or in his employ on a sal- 
ary. 
‘‘4. Prohibition against a member’s 
giving or accepting commissions or brok- 
erage in dealing with persons who are 
not professional accountants. 

‘‘5. Engaging in activities inconsist- 
ent with the practice of accountancy. 

**6. Certification of statements not 
prepared under the supervision of the 
member himself, his partner, his em- 
ployee or other accredited member of the 
profession. 

“‘7. Efforts to alter a law affecting 
the practice of the profession without 
notifying the Institute. 

**8. Solicitation of clients of another 
member or associate of the Institute. 

‘*9. Offering employment to an em- 
ployee of a fellow member or associate. 

**10. Acceptance of contingent fees 
in other than tax cases. 

‘11. Advertising through the mail, 
in the publie prints, by circular letters 
or otherwise. 

**12. Acting as an officer, director or 
in other capacities in a school which con- 
ducts its operations in a manner discred- 
itable to the profession. 


‘‘In addition to the formal rules, the 
Institute and the council have adopted 
resolutions of an admonitory nature to 
the following effect : 


‘‘1. That the practice of accountancy 
by a corporation, i.e. ‘audit companies,’ 
is detrimental to the best interests of 
the profession. 
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‘*2. That estimates of earnings con- 
tingent upon future transactions should 
not be certified nor should an accountant 
permit his name to be used in conjunc- 
tion with such estimates in a manner 
which might mislead anyone. 

**3. That no member should certify 
the financial statements of any enter- 
prise in which he is the owner of a sub- 
stantial financial interest. 

‘‘4. That competitive bidding for 
professional accounting engagements is 
not to the best interests of the profes- 
sion. 

‘The committee recommends that all 
newly elected members of the Institute 
carefully read the by-laws, rules and 
resolutions to which reference is made 
in this article.’’ 

The committee on professional ethics 
elected by the council for the fiscal year 
1936-1937 is as follows: 

Philip N. Miller, New York, Chairman. 
Robert O. Berger, Illinois. 

Stanley G. H. Fitch, Massachusetts. 
Wayne Kendrick, District of Columbia. 
Paul K. Knight, New York. 


SCHOLARSHIP AWARD 


The John F. Forbes medal, presented 
annually by the California State Society 
of Certified Public Accountants to the 
candidate who receives the highest grade 
in the examinations for the certified 
public accountant certificate of that 
state, has been awarded this year to 
Lewis William Butterfield, of Los An- 
geles. Mr. Butterfield received the high- 
est grades of the 262 candidates who 
sat for the examinations in November, 
1935, and May, 1936. 


REPORTS OF ACTIVITIES 


The Pennsylvania Institute of Certi- 
fied Public Accountants has recently 
adopted a form of report of individual 
activities on which members are re- 
quested to report currently to the secre- 
tary of the Institute public addresses 
delivered, articles or books published, 
and public service or appointments. The 
form also has a place for notice of 
change of address or firm affiliation. 


LECTURE AND STUDY GROUP 


The third of the New York meetings 
of the lecture and study group of the 
American Institute of Accountants was 
held on December 2nd at the Victoria 
Hotel for further discussion of the ac- 
counting procedure under federal rev- 
enue legislation. This was the third 
meeting devoted to that general topic. 

The discussion was led by Emil T. 
Weiler. Mr. Weiler spoke of recent de- 
cisions affecting computation of net in- 
come for federal income-tax returns. In 
responding to questions from the floor 
he was assisted by W. L. Ashbaugh and 
Philip N. Miller. 

Interest in these informal meetings 
continues unabated. They are designed 
primarily for staff members and young- 
er partners, and attendance is limited to 
members and associates of the Institute. 
Discussion at each meeting is preceded 
by dinner which is served at 6:30 P. M. 
Those unable to attend dinner should be 
present by 7:30 P. M., when the discus- 
sion is opened. 

A meeting is planned for January 
13th at the Victoria Hotel. The subject 
for discussion will be announced later to 
those who have indicated that they wish 
to receive announcements. 


INCORPORATION OF MONTANA 
SOCIETY 


Helena newspapers on November 22nd 
announced that articles of incorporation 
had been issued to the Montana Society 
of Certified Public Accountants. 

It was reported that the new organi- 
zation has among its purposes to ‘‘cul- 
tivate, promote and disseminate knowl- 
edge and information concerning ac- 
counting and subjects related thereto; 
to establish and maintain high standards 
of integrity, honor and character among 
certified public accountants; to furnish 
information regarding accountancy and 
the practice and methods thereof to its 
members and to other persons interested 
therein, and to the general public with 
respect to the practice of accountancy ; 
to promote reforms in the law; to pro- 
vide lectures; and to cause the publica- 
tion of articles relating to accountancy.’’ 


| 
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CO-OPERATION WITH ARBITRATION 
ASSOCIATION 


Arrangements have been made for 
continuation of codperation between the 
accountancy profession and the Ameri- 
ean Arbitration Association, following 
the merger of the American Society with 
the Institute. The president of the In- 
stitute has appointed the following spe- 
cial committee on commercial arbitra- 
tion for the current year: 

John A. Conlin, New Jersey, 
Chairman. 

J. Pryse Goodwin, New York. 

John J. White, New Jersey. 

Allen Redeker, Colorado. 

G. Russell Brown, Arkansas. 


The chairman of this committee has 
approved a suggestion that, in certain 
states where the Arbitration Association 
expects particular activity during the 
vear, the stote societies be requested to 
ippo nt sim lar committees to codperate 

i the Institute and with the Arbitra- 

on Assoc ation. Letters containing the 

proposa e been sent to the presi- 

den ate societies in the places in- 
dicated. 

Announcement has recently been made 
of the imminent publication of the Arbi- 
tration Journal, to be issued quarterly 
by the American Arbitration Associa- 
tion beginning in January, 1937, which, 
according to its sponsors, will show the 
enormous advance of arbitration all over 
the world. It will contain international 
news and comment and will tell the story 
of arbitration in foreign and domestic 
trade and in legal, commercial and la- 
bor problems. It will have a list of dis- 
tinguished collaborators from abroad as 
well as in this country. The first issue 
will contain a symposium on arbitration 
in insurance, and later issues will carry 
symposiums presenting a picture of ar- 
bitration in every important industry. 

To accountants interested in arbitra- 
tion as arbitrators or on behalf of clients 
or in educational work, the Journal will 
record their own activities and inter- 
ests, and will feature their viewpoint 
and opinions. 

The relation of accountancy to com- 
mercial arbitration is stressed in the 


following statement, prepared by the 
American Arbitration Association for 
publication in this Bulletin: 


‘‘With the merging of the two na- 
tional accounting societies there comes 
the opportunity for a more concentrated 
cooperation in the practical, educational, 
and legislative fields of arbitration in 
this profession. 


‘Arbitration is of particular interest 
to the accountant in the practical field 
because of his high qualifications as an 
arbitrator. An arbitrator should be a 
man accustomed to dealing with facts 
and often with figures, he must have a 
judicial quality of mind, great patience, 
integrity, an instinct for justice and a 
fund of common sense. He should be 
trained to arrive at results on the fac- 
tual evidence laid before him. 


‘“ All these qualifications are possessed 
by the accountant. That he makes a 
good and reliable arbitrator is apparent 
from the many cases in which his serv- 
ices have been used by the American 
Arbitration Association. 


eases involving dissolution of 
partnerships, for instance, the trained 
mind of the accountant is an invaluable 
asset. Sometimes the controversy is bit- 
ter, sometimes merely complicated, but 
in either event no one is better able than 
the accountant to arrive at the true 
facts and through them to administer 
justice. 


‘‘Sometimes an accountant is called 
in at the request of the arbitrators to 
bring his training and experience to 
bear on a mass of conflicting evidence. 
One long, difficult and bitter controver- 
sy involved a dissolution of partnership 
between three brothers. It was a case 
of every man for himself, and the con- 
flicting evidence presented a_ serious 
problem, for each brother attempted to 
prove by means of figures his claim to 
win against the other two. The books 
of the company were produced and 
proved to be of a very complicated char- 
acter. The arbitrators at last persuaded 
the three brothers to let them call in an 
accountant who greatly facilitated the 
——— of the case on an equitable 

asis. 
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‘‘Accountants are well aware of the 
fear, ill-will and destruction which 
threaten their clients when a lawsuit is 
pending. That accountants believe in 
arbitration is proved by their willing- 
ness to act as arbitrators, their recom- 
mendation to their clients to arbitrate 
rather than sue, and the valuable work 
they have done in supporting arbitra- 
tion legislation in many states of the 
Union. The fact that there are now thir- 
teen states with adequate arbitration 
laws, as well as the Federal arbitration 
act, is due in large measure to the assist- 
ance of accountants in different parts of 
the country. 


‘*Privacy is so essential a feature of 
arbitration that the wide development 
of this great field of human endeavor 
has never been fully recorded in any lit- 
erature. There is shortly to be pub- 
lished, however, a journal which will 
give the current history of arbitration in 
all countries in which it has found a 
foothold. As regards actual cases, priv- 
acy must still be maintained, but the 
broad aspect of arbitration is no longer 
a matter of private concern but affects 
public welfare and happiness.”’ 


CO-OPERATION WITH 
MANUFACTURERS ASSOCIATION 


A committee of the Connecticut Soci- 
ety of Certified Public Accountants re- 
sponded to questions on the revenue act 
of 1936 raised by members of the Manu- 
facturers Association of Connecticut at 
a taxation conference held recently dur- 
ing the manufacturers’ annual meeting 
at New Haven, October 29th. 


Fred Rogers Fairchild, professor of 
political economy at Yale University, 
presided at the tax session. The Con- 
necticut Society’s committee consisted of 
Seth Hadfield, of Hartford; J. William 
Hope, of Bridgeport, president of the 
society, and Edward I. Petze, of New 
Haven, secretary of the society. 


The discussion was under the general 
heading of taxation, but chief emphasis 
was placed upon the undistributed-prof- 
its tax imposed by the new federal act. 
The session was attended by 560 persons. 
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CURRENT PROBLEMS OF THE 
PROFESSION 


Matters of interest at the present mo- 
ment to certified public accountants in 
all parts of the country were indicated 
by discussion at meetings of the Advis- 
ory Council of State Society Presidents 
at Dallas, Texas, during the time of the 
Institute’s annual meeting. 


One entire session of the state society 
presidents’ meeting was devoted to dis- 
cussion of the technicalities relating to 
proposed amendment of the Institute’s 
by-laws governing the method of election 
of the council. At another session, how- 
ever, there was a good deal of discus- 
sion on matters of general interest. 


Among the topics presented for dis- 
cussion was the problem of providing 
machinery for exchange of information 
among the state societies. It was sug- 
gested that the national organization un- 
dertake publication of a bulletin some- 
what different from any of the present 
publications, dealing particularly with 
organization problems and activities, and 
administrative questions. 


J. William Hope, president of the 
Connecticut society, said that from time 
to time individual state societies are 
faced with problems which are new to 
them but have at an earlier date had the 
attention of other state societies. He 
said it would be very helpful if the Con- 
necticut society, for example, could know 
what other groups were doing. He re- 
ferred particularly to the question of 
cooperation with the bar, mentioning the 
fact that in Connecticut highly satisfac- 
tory relations had been established be- 
tween certified public accountants and 
lawyers, and that perhaps that experi- 
ence might be of interest in other states. 


Earle M. French, president of the 
Massachusetts society, referred to a meet- 
ing of the American Bar Association 
which he had attended, where the dis- 
cussion indicated that the problem of 
relations between accountants and law- 
yers was one which needed considera- 
tion. Mr. French expressed the opinion 
that this was not a national problem but 
one which the several state societies had 
to solve. William L. Clark, president of 
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the Oklahoma society, and Carl E. 
Dietze, president of the Wisconsin so- 
ciety, also spoke on this point, recom- 
mending that the various state groups 
give attention to the matter. 

Mr. Dietze expressed the belief that 
the publication of information in pamph- 
let form, reporting the proceedings of 
the various state societies for the infor- 
mation of the others, would be most ap- 
propriate and helpful. Colonel Robert 
H. Montgomery, president of the Insti- 
tute, was granted the privilege of the 
floor to suggest that in the matter of re- 
lations with the bar, as well as on many 
other points, the state societies should 
use the office of the national organiza- 
tion to the full extent for exchange of 
information. He said that this was a 
very practicable basis for close relation 
between the national and state organi- 
zations. The information in the Insti- 

te’s fi always available to state 
societies, enc the Institute has the staff 
and equipment to cireulate it effectively. 

\ir. Hope pursued his original sugges- 
tior t» the suggestion that even on 
euch simau matters of administration as 
‘inducing satisfactory attendance at meet- 
ings, organization of committees, meet- 
ings of officers and board of governors, 
distribution of synopses of minutes of 
meetings, and committee reports to the 
board of governors, the experience of one 
state society might be helpful to another. 
As an illustration, he described an ac- 
tion of the board of governors of the 
Connecticut society resulting in an 
agreement among the members of the 
society throughout the state that they 
would undertaken no advertising of any 
description. He said that the arrange- 
ment was working out satisfactorily and 
that all reputable firms had codperated 
fully with the society. 

The question of building up the mem- 
bership of the national organization and 
the related problem of providing for re- 
duction of dues to stimulate member- 
ship were the basis of remarks by Mr. 
Dietze, and by William M. Madden, rep- 
resenting the Indiana Association. 

Consideration was given to a proposal 
endorsed by the Kentucky and New 
Mexico societies that Congress change 
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the final date for filing Federal income 
tax returns to a date five and one-half 
months (instead of two and one-half 
months) after the close of the fiscal year, 
but with the proviso that any return 
filed later than two and one-half months 
after the close of the fiscal year would 
earry interest from that time to the 
date when it was filed. The president 
of the Kentucky society, Robert Miller, 
indicated that the chief purpose of the 
proposal was to avoid the necessity of 
asking extensions in filing income-tax re- 
turns, which it was apparently becom- 
ing more difficult to obtain each year. 

J. Bryan Stephenson announced that 
the New Mexico society had sent a reso- 
lution, identical with that adopted by 
Kentucky, to New Mexico senators and 
congressmen, as well as to the Commis- 
sioncr of Internal Revenue and the Sec- 
retary of the Treasury. He also referred 
to the fact that perhaps the activities of 
the Natural Business Year Council 
would bring some relief to accountants, 
in that extensions in filing income-tax 
returns might not be required as fre- 
quently as in the past. 

There was also discussion of the ad- 
visability of maintenance of a Washing- 
ton office by the enlarged national or- 
ganization, and on motion of James F. 
Hughes, president of the New York 
state society, seconded by Mr. Stephen- 
son of New Mexico, a recommendation 
that a Washington office be maintained 
was made to the Institute. 

Fred J. Duncombe, president of the 
Illinois society, spoke of the activity of 
the American Institute of Accountants 
in the natural-business-year campaign, 
which he described as one of the most 
constructive steps taken by accountancy 
organizations in recent years. In order 
to encourage the continuation of the 
work, he offered a motion of approbation 
of the work already done, and recom- 
mendation that it be carried forward. 
a motion was seconded and was car- 
ried. 

Arthur L. Baldwin, president of the 
Colorado society, spoke on the question 
whether rules of professional ethics 
should be enforced by a state society or 
by the state board of accountancy. Ed- 
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ward J. Barr, president of the Michigan 
association, said that in his state the 
law provides that the state board of ac- 
ecountancy formulate rules of ethics, 
which it has done. He referred to the 
fact that in Michigan there is a restrict- 
ive law in effect which requires each 
practitioner in accounting to be licensed 
by the state. Before a license fee is ac- 
cepted the applicant for registration is 
required to sign the code of ethics prom- 
ulgated by the state board. The ques- 
tion of whether the board acted within 
its legal rights has been definitely set- 
tled in the affirmative, he indicated. 

Hugh L. Dickerson, president of the 
Virginia society, spoke of experience 
with the same problem, but said that the 
accountancy board of his state had taken 
the position that a certificate could be 
revoked only for an act discreditable to 
the profession, meaning a felony or 
moral turpitude, and that acts which the 
state society might regard as being un- 
ethical had no weight with the state 
board. In the circumstances, the Vir- 
ginia state board had refused to draft 
rules of professional conduct. 

M. E. Brooks, representing the Iowa 
association, stated that the accountancy 
board of that state had proceeded in the 
same manner as the Michigan board. 

Mr. Dietze reported that the Wiscon- 
sin society had adopted rules of profes- 
sional ethics. He also referred to the 
attack which had been made upon the 
regulatory law passed in Wisconsin in 
1935. An injunction had been sought 
against the board to prevent enforce- 
ment of the law. The matter was tried 
in a circuit court of Dade county, which 
Mr. Dietze described as the duly desig- 
nated county in which all attacks on the 
constitutionality of laws are heard. The 
circuit court refused to declare the law 
unconstitutional, and denied the request 
for an injunction. Since that time, Mr. 
Dietze stated, the matter has been ap- 
pealed and will probably be heard before 
the supreme court of the state. 

Time did not permit discussion of 
other matters on the agenda, among 
which were legislation, certified public 
accountant examinations, and regional 
meetings. 
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THE NATURAL BUSINESS YEAR 


As the end of the calendar year ap- 
proaches and thousands of individuals, 
including the great majority of those 
who are concerned with the preparation 
or analysis of annual financial state- 
ments, prepare themselves for a season 
of unusual activity, the natural busi- 
ness year again becomes a matter of im- 
mediate interest. 

The Natural Business Year Council, 
and its supporting organizations are 
now re-doubling their efforts to bring 
about general recognition of the advan- 
tages of adopting as a fiscal period the 
twelve months which encompass one 
complete cycle of operations. 

Henry Heimann, executive manager of 
the National Association of Credit Men, 
who was recently elected chairman of 
the council, is directing a program 
which reaches into every state of the 
Union. It is the policy of the council 
to sponsor the formation of local advis- 
ory committees or councils which will 
direct efforts in their own communities. 
A number of such committees have been 
formed or are in process of formation. 


New PAMPHLETS ISSUED 


The miscellaneous literature which 
has been published by the council and 
its supporting organizations has recently 
been collected in four pamphlets, each 
entitled The Natural Business Year and 
bearing the following subtitles, respec- 
tively : 

A Program of Local Activity. 

A Means to Efficiency. 

Advantages to Business Management. 

Suggested Natural Fiscal Closing 

Dates. 

A Program of Local Activity—The 
first of these, as implied by its title, con- 
tains suggestions which, if faithfully 
followed by a local organization or com- 
mittee representing several organiza- 
tions, should bring tangible results. The 
program calls for adoption of the nat- 
ural business year campaign as an or- 
ganization activity and aggressive efforts 
by each individual member of the or- 
ganization concerned to acquaint his 
own clients or customers with the nat- 
ural business year principle. It calls 
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for the distribution of literature sup- 
plied by the council and for codperation 
among the various local representatives 
of those national organizations which 
are collaborating in support of the na- 
tional council. Particularly it suggests 
that an effort be made to reach the foun- 
ders of new corporations, through attor- 
neys and companies which handle the 
details of ineorporation, with the sug- 
gestion that the proper fiscal period be 
prescribed in the by-laws or articles of 
incorporation. 

A Means to Efficiency—The second 
pamphlet gives the historical back- 
ground of the efforts which have been 
made to bring about more widespread 
use of natural fiscal periods. It de- 
scribes how the calendar year was first 
generally adopted for fiscal purposes as 
a result of a provision of the Federal 
corporate tax law of 1909, and relates 
the events which led to formation of the 
Natures! Business Year Council in 1935. 
It also sets forth the factors which de- 
termine the natural business year in the 
several general classifications of indus- 
ly, manufacturing enterprises, 
merchandising enterprises (wholesale 
and retail), and service enterprises. It 
is shown that all but relatively few con- 
cerns are affected by seasonal conditions 
which make one time of the year more 
advantageous than another as a fiscal 
closing date. 

Its Advantages to Business Manage- 
ment—The third pamphlet is devoted 
to a statement of the advantages of 
the natural business year to those en- 
trusted with the management of business 
enterprises. These advantages, it is seen, 
fall into several categories, and are de- 
scribed under the following headings: 
inventory, annual closing of accounts 
and preparation of financial statements, 
annual audits, review of past operations 
and planning for the future, and finan- 
cing of new operations. 

Suggested Natural Fiscal Closing 
Dates—The last named pamphlet is a 
compilation of the information which 
the Natural Business Year Council has 
gathered regarding the proper fiscal per- 
iods of specific industries. Some fifty 
industries are listed and for each there 
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is, in concise form, a summary of the 
factors making for seasonal variation 
in the magnitude of operations. <A nat- 
ural fiscal closing date is suggested for 
each industry. It is expected that the 
information set forth in this pamphlet 
will be supplemented from time to time 
as the council’s research continues. 

The council’s new pamphlets are 
available for distribution by any indi- 
vidual or organization willing to codp- 
erate with the council in its educational 
efforts. Several thousand have been dis- 
tributed during the few weeks that they 
have been available, and the demand is 
increasing from day to day. 

Local associations are urged to obtain 
a supply of copies for distribution at 
their meetings. The pamphlets have 
been used very effectively in this way 
by many groups. 


AN ARTICLE PUBLISHED 


The Bulletin of the National Associ- 
ation of Cost Accountants, in its issue of 
November 15th, contained an article on 
the natural business year by Robert H. 
Montgomery, president of the American 
Institute of Accountants. Colonel Mont- 
gomery discussed in detail the advan- 
tages of the natural business year from 
the viewpoint of the industrial account- 
ant. He described the progress which 
has been made in the campaign con- 
ducted by the council and urged that 
every chapter and every individual 
member of the N. A. C. A. give active 
support to the work. 


An INDEX oF PROGRESS 


The Bureau of Internal Revenue con- 
tinues to supply the American Institute 
of Accountants with monthly statements 
showing the number of changes in ac- 
counting periods of taxpayers approved 
by the commissioner of internal revenue. 
While these statistics are available by 
months only for a relatively short length 
of time, and therefore do not readily 
lend themselves to interpretation, it is be- 
lieved that they indicate that substantial 
progress has been made. On page 14 of 


this Bulletin there are reproduced, in 
comparative form, tables for the months 
of June, July, August, September, and 
October, 1936. 
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THE INSTITUTE AND THE STATE 
SOCIETIES 


Through the medium of the Califor- 
nia Certified Public Accountant, Anson 
Herrick, president of the California 
State Society of C. P. A.’s, has urged 
the members of his society to give 
full support to the organization which 
is now the sole national representative 
of the accountancy profession. He wrote 
as follows: 

‘‘One national organization is now a 
fact and that organization has as its sole 
objective the furtherance of the interests 
of the accounting profession at large. 
Its activities are many and it is only by 
careful reading of its Bulletin (which is 
to be retitled The Certified Public Ac- 
countant) that an understanding ean be 
had of the scope and effectiveness of its 
activities and the tremendous amount of 
work that is performed by its various 
committees. In this work the American 
Institute deserves the wholehearted sup- 
port of every certified public accountant 
and the first evidence of this support 
should be membership. I urge upon 
every member of the state society who is 
not now a member of the American In- 
stitute or who will not become one as a 
result of the merger to apply for mem- 
bership, not only because of the benefits 
that will come to him but also because 
support of the organization is a profes- 
sional obligation. 

**One of the most important activities 
of the American Institute during the 
past year has been the furtherance of 
the natural business year movement, in 
which movement it has codperated with 
a number of other organizations. 

‘‘The amendments of the by-laws of 
the American Institute relating to 
changing its name and to the manner of 
electing the council will be submitted 
to the members of that organization for 
indication of their wishes as soon as the 
incorporation within that membership of 
the members of the American Society 
has been concluded. 

“‘There is a possibility that the com- 
mittee on federal taxation of the Amer- 
ican Institute may have an opportunity 
to present recommendations for changes 


in the revenue act of 1936 and that com- 
mittee has requested your president to 
make such suggestions as the state so- 
ciety feels should be considered. To as- 
sist your directors in formulating such 
recommendations, I am requesting that 
the members convey to the secretary such 
suggestions for amendment of the rev- 
enue act of 1936 as they would like to 
have considered.’’ 


REQUIREMENTS FOR ADMISSION 
TO THE BAR 


Those who attended the meeting of 
accountancy examiners held at Dallas on 
October 19th under the joint auspices 
of the board of examiners of the Amer- 
ican Institute of Accountants and the 
Association of Certified Publie Account- 
ant Examiners heard J. L. Goggans, 
Texas representative on the National 
Conference of Bar Examiners, trace the 
development of requirements for admis- 
sion to the bar of Texas, which he chose 
as a typical state. 

In doing this Mr. Goggans pointed out 
that the professions of accountancy and 
law have many problems in common, 
particularly those having to do with the 
maintenance of professional standards. 

According to Mr. Goggans the stand- 
ards required for admission to the Texas 
bar may be said to have passed through 
three distinct periods of development. 
During the first period an applicant 
prepared himself by reading law in the 
office of a practising attorney. Applica- 
tion was then made to the judge of a 
local trial court for the appointment of 
an examining committee, which usually 
consisted of three of the candidate’s 
friends. In due course a perfunctory 
oral examination was conducted before 
the appointing judge and, in the words 
of the speaker, ‘‘the result was a fore- 
gone conclusion.’’ The second period, 
which ended in 1919, provided for six 
boards of local examiners, one being ap- 
pointed by each of six intermediate ap- 
pellate courts. Mr. Goggans said that 
these boards sometimes were quite lax 
and, consequently, no great difficulty 
was experienced in procuring a license. 

The third period dates from 1919, 
when broad powers were given by stat- 
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ute to the supreme court of Texas to 
supervise admissions to the bar. The 
law provides for one board of examin- 
ers consisting of five attorneys having 
the qualifications of members of the su- 
preme court. This board, acting under 
the instructions of the supreme court, 
passes upon the eligibility of all candi- 
dates for license to practise law and ex- 
amines those who show themselves to be 
eligible. 

The law further authorizes the su- 
preme court to make such rules as, in 
its judgment, may be proper to govern 
eligibility for the examinations and the 
manner in which the examination should 
be conducted. The rules of the supreme 
court are rather general in character 
and, among other things, authorize the 
examining board to make and enforce 
its own rules in conformity with the 
statute and the rules promulgated by 
the court. 


Of particular interest to his audience 
were Mr. Goggans’ comments on the edu- 
cational requirements for admission to 
the Texas bar. 

‘* As originally enacted,’’ he said, ‘‘the 
statute provided that the supreme court 
should by general order exempt the 
graduates of such law schools as it might 
approve from taking the examinations. 
It further provided that every law 
school in the state maintaining certain 
standards should be approved for this 
purpose. In the spring of 1935, how- 
ever, this particular statute was re- 
pealed and after July 1, 1937, no exemp- 
tions from the examinations will be per- 
mitted.’’ 


All candidates filing applications be- 
tween July 1, 1937, and July 1, 1938, 
must show that they have had at least 
thirty semester hours of study in a ree- 
ognized college or equivalent educational 
attainments. After July 1, 1938, sixty 
semester hours shall be required. 


Every person, other than an ‘‘immi- 
grant’’ attorney or a graduate of an 
approved law school, intending to apply 
for permission to take the examinations, 
is required, at the time of beginning his 
study, to file with the secretary of the 
examining board a declaration of inten- 
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tion. This declaration must show what 
law school he has entered or proposes to 
enter or the name and address of the 
attorney in whose office he plans to pur- 
sue his studies. If the school or office 
is not on the approved list of the Ameri- 
ean Bar Association, there is also re- 
quired a certificate by the local bar as- 
sociation stating that the law office or 
school is fitted to guide and instruct the 
candidate in his studies. The supreme 
court describes twenty subjects of study 
upon which the candidate will be ex- 
amined. 


ACCOUNTING PROCEDURE AND 
THE S.E.C. 


Recent stop-order proceedings by the 
Securities and Exchange Commission in 
which practices followed by independent 
publie accountants were criticized brings 
the following editorial comment from 
The Utah C. P. A.: 

‘A eursory review of the «ta. 
position by the commission of the ‘eects 
and circumstances of the cases under 
criticisms, as reported in the July Bu 
letin of the Institute, indicates that the 
criticism proffered appears fully justi- 
fied. Donations included as income; un- 
qualified certification of statements given 
without setting forth current liabilities 
for materials and labor incurred; insuf- 
ficient ascertainment of fact with refer- 
ence to disbursement vouchers and min- 
utes of the board; and similar slip-ups 
are elucidated. 

‘‘Such derelict defection of elementary 
principles of auditing is regrettable, as 
the stigma arising inevitably from such 
slip-shod procedures followed by a few 
individuals or firms will have to be 
borne by the profession at large. It 
tends to tarnish the lustrous achieve- 
ments attained during the last few years 
by way of statutory as well as public 
recognition. To maintain an acceptable 
standard of work every member of the 
profession must pledge himself, for his 
own good and for the sake of the pro- 
fession, to adopt a system of self-discip- 
line for keeping his professional honor 
and integrity alive, regardless of pres- 
sure of time or inadequacy of the fee.’’ 
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WORK OF THE AMERICAN BAR 
ASSOCIATION 


The facilities and general program of 
the American Bar Association are pre- 
sented, in a manner which tempts com- 
parison with the affairs of the national 
accountancy organization, in an address 
by William L. Ransom, president of the 
Association, published in the American 
Bar Association Journal some months 
ago. Some of his preliminary remarks 
might be applied verbatim to members 
of the accountancy profession, particu- 
larly the following: 


‘‘Some members of the American Bar 
Association undoubtedly think that their 
membership and dues confer upon them 
only a right to attend the convention 
as spectators once a year if they can 
afford it, to receive monthly the maga- 
zine published by the Association, and 
to have their membership listed among 
their qualifications for public office or 
in their obituaries, and that they get 
practically nothing else of benefit for or 
from their membership and annual dues. 


‘‘Let me say to you that any such 
idea is not a true or fair picture of what 
the American Bar Association is and 
does. On the contrary, the American 
Bar Association, at all times throughout 
its history, has rendered, and is render- 
ing today, utterly invaluable and in- 
dispensable service to the whole profes- 
sion and to the public—work which is 
worth many times what it costs any law- 
yers in dues or time. 

“‘If the Association has not yet ac- 
complished still more, and has not yet 
become what many lawyers wish it to 
become, any fault is with the indiffer- 
ence of the lawyers who do not enter 
heartily into its work and do not insist 
that the structure of bar organization 
be made such as to create a more effect- 
ive ageney for carrying out the views 
and wishes of the profession.’’ 

He then pointed out a few facts about 
the Bar Association, some of which make 
an interesting comparison with the es- 
tablishment of the American Institute 
of Accountants. He said that the As- 
sociation owned and maintained a three- 


story headquarters building at Chicago, 
devoted exclusively to Association work, 
which represented an investment of 
$125,000 and was owned without a mort- 
gage. The Institute, as most members 
know, maintains a five-story building in 
New York, entirely devoted to its own 
work, which represents an investment of 
about $125,000. The mortgage on this 
building has been reduced from $90,000 
at the date of acquisition to $25,000 at 
the present time. 


Mr. Ransom states that the Bar Asso- 
ciation maintains a full-time staff of 
about twenty-eight people. The Insti- 
tute at the present time employs a per- 
manent staff of twenty-four. In 1935 
the Bar Association had thirty-one ac- 
tive committees, on which about 275 
lawyers served as members. The number 
of active committees in the Institute at 
the present time is thirty-four, on which 
about 350 certified public accountants 
serve as members. 


Mr. Ransom points out that many of 
the functions of the organized bar, as 
is the case in accountancy, are best per- 
formed by the state and local organiza- 
tions. At the same time there are many 
professional matters on which a nation- 
wide consensus of opinion and nation- 
wide leadership are necessary. The na- 
tional organization endeavors to work 
out desirable standards and objectives 
on a nation-wide basis, which may be 
recommended to the states in order to 
achieve a measure of uniformity. 

The following policies and activities 
mentioned by Mr. Ransom are similar 
in nature to those set forth in the cur- 
rent program of the Institute: 


(a) Insistence that the practice of 
law is a profession, not a business, and 
that the traditions and ideals of an hon- 
orable profession should be scrupulously 
observed. 

(b) Emphasis on adoption of higher 
standards of legal education anc re- 
quirements for admission to the bar. 

(c) Codperation with the states in 
development, adoption, and enforcement 
of those standards. 

(d) Development of canons of ethics 
of the legal profession, and procedure 
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for dealing with complaints against 
members of the profession. 

(e) Creation of groups to deal with 
special technical aspects of the law. 

(f) Sponsoring a so-called national 
bar program composed of objectives of 
importance to the profession and to the 
public, which is aiding in unifying the 
thinking and activities of local associa- 


tions. 


(g) Examination of the form and 
substance of proposed legislation affect- 
ing the administration of justice. 

(h) Maintenance of a source of in- 
formation and statistics, available to 
members as a clearing house of data and 
experience for those engaged in legal 
work in the United States. 

(i) Arrangement of meetings in which 
lawyers from all parts of the country 
may become better acquainted and ex- 
change points of view. 

These matters are not the only ones 
with which Mr. Ransom deals, and 
neither do they indicate all the types of 
work which the American Institute of 
Accountants has undertaken, but it is of 
interest and perhaps significant to note 
that in so many particulars the work of 
the national accountancy organization 
closely parallels that of the Bar <Asso- 
ciation. 


CONFERENCE ON TAXATION 
FINANCE 


The 7th annual meeting of the Amer- 
ican Management Association’s division 
on finance and accounts was held on De- 
cember 2nd and 3rd at New York, with 
several members of the American Insti- 
tute of Accountants participating. 

Victor H. Stempf, of New York, chair- 
man of the Institute’s committee on fed- 
eral taxation, was the first speaker on 
December 2nd. He presented a paper en- 
titled ‘‘Significant departures in the 
1936 revenue act.’’ 

Walter A. Staub, member of the Insti- 
tute and past president of the New York 
State Society of Certified Public Ac- 
countants, opened the session on Janu- 
ary 3rd with an address entitled, ‘‘Cor- 
porate policy trends resulting from the 
undistributed earnings tax.’’ 
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NEW YORK SOCIETY HOLDS 
ANNUAL CONFERENCE 


The fourteenth annual fall conference 
of the New York State Society of Cer- 
tified Public Accountants was held on 
October 26th at the Waldorf-Astoria 
hotel, New York, with a_ telephone 
broadeast carrying a part of the pro- 
ceedings to members of chapters at Al- 
bany, Buffalo, Rochester and Syracuse. 

It was announced that final steps had 
been taken by the American Institute of 
Accountants and the American Society 
of Certified Public Accountants to con- 
solidate the two organizations. Robert 
H. Montgomery, president of the Insti- 
tute, spoke briefly on this subject urging 
that the whole profession support the 
resulting one national organization. He 
said, in part: 

‘‘The certified public accountants of 
the United States are now represented 
by one strong national organization 
through the merger of the Américan So- 
ciety of Certified Public Ac*ountants 
with the American Institute of Account- 
ants. This has been accomplishe! « 
years of hard work on the parf‘of num- 
erous certified public accounténts who 
felt that the majority of the profession 
desired one national organization. 

‘‘These men feel that they now have 
a right to ask for the support of all cer- 
tified public accountants, including those 
who heretofore have not belonged to any 
national organization. The profession 
will not realize its full potentialities un- 
less it can act virtually as one group 
through one organization. Accordingly, 
I consider it highly important that cer- 
tified public accountants who are not yet 
members make application to the Insti- 
tute without delay. All entrance fees 
are waived in the case of members of 
state societies in good standing who ap- 
ply before January 1, 1937. Certified 
public accountants who are not now in 
practice but have had two years public 
accounting experience in the past may 
apply for admission as associates under 
a@ pending amendment to the by-laws. 
Certified public accountants with five 
years practice, who are in practice at the 
date of application, may apply for ad- 
mission as members.”’ 
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Arthur H. Carter, chairman of the so- 
ciety ’s committee on one national organ- 
ization, also spoke, and a resolution was 
adopted commending this committee. 

The conference was opened at 11:00 
A. M. by James F. Hughes, president of 
the New York State Society. This ses- 
sion was devoted to discussion of the use 
of accounting machinery in foreign 
countries. Victor H. Stempf, second 
vice-president of the society, presided. 
The session was directed by Charles J. 
Maxcy, chairman of the committee on 
accounting machinery. The speaker was 
Frederick D. Lehn. His address was il- 
lustrated by motion pictures. 

The afternoon session, which began at 
2:30 P. M., was devoted to discussion of 
refunds of processing and floor-stock 
taxes and the unjust enrichment taxes. 
Morris C. Troper, first vice-president of 
the society, acted as chairman, and the 
session was directed by Norman G. 
Chamber ., chairman of the committee on 
federal t-xation. Joseph Getz was the 
princips peaker. 

The d cussion of the consolidation of 
the Am: ican Institute and the Ameri- 
ea Scoivy occurred at the evening ses- 
sion, beginning 7:45 P. M., with Mr. 
Hughes presiding. Two speakers at this 
session discussed the Robinson-Patman 
act, Dr. Willard Thorp, director of eco- 
nomic research, Dun & Bradstreet, and 
Blackwell Smith, of the law firm of 
Wright, Gordon, Zachry & Parlin. Their 
addresses were broadcast by telephone to 
the various chapters of the society. 


C. F. Milledge, of Houston, discussed 
“Federal corporate taxes” at a meeting of 
the Houston Real Estate Board on Novem- 
ber 10th. 


Eric A. Camman, of New York, ad- 
dressed the marketing conference of the 
American Management Association held at 
New York, November 12th, on “Sales-cost 
accounting under the Robinson-Patman act.” 
Mr. Camman has been appointed to a com- 
mittee of accountants to consult with the 
board of regents of New York University 
during the course of an inquiry into the 
character and cost of public education in 
the state of New York. 


40th ANNIVERSARY OF MICHIGAN 
ASSOCIATION OF C.P.A.'s 


The Michigan Association of Certified 
Publie Accountants, on December 10, 
1936, celebrated the fortieth anniversary 
of the founding in 1896 of its direct 
predecessor, the Michigan Association 
of Accountants and Bookkeepers. 

The meeting was held at the Detroit 
Leland Hotel, Detroit, and was attended 
by a large representation of accountants 
from Michigan and adjoining states. 
The American Institute of Accountants 
was represented by its secretary, John 
L. Carey. 

On the same occasion the association 
celebrated the thirty-fifth anniversary of 
its incorporation in 1901 and the thirti- 
eth anniversary of the first examinations 
given under the Michigan acceuntancy 
law enacted in 1905. 

The celebration started at 12:30 P. M. 
with a luncheon honoring those first 
examined under the C.P.A. law in 
1906, of whom six were present. Fol- 
lowing the luncheon there was a tech- 
nical session at which addresses were 
delivered by three members of the asso- 
ciation who had gained renown in ac- 
countancy in other parts of the country. 
Howard Beck, fermer controller of the 
city of Baltimore, spoke on the topic, 
‘*Governmental accounting and finan- 
cing’’; Robert J. Bennett, secretary of 
the Pennsylvania Board of Examiners, 
on ‘‘The accounting profession in Penn- 
sylvania’’; and Norman E. Webster, 
chairman of the State Board of Exam- 
iners of New York, on ‘‘Fundamental 
requirements if examinations and quali- 
fications are to approach the ideal.’’ 

Durand W. Springer, secretary of the 
American Society of Certified Public 
Accountants until the merger of that 
organization with the American Institute 
of Accountants and secretary of the 
Michigan State Board of Accountancy, 
was toastmaster at a banquet held that 
evening, at which the history and prog- 
ress of accountancy in Michigan was 
described by various speakers in short 
resumes. Roscoe O. Bonisteel, president 
of the State Bar of Michigan, was the 
principal speaker at the banquet. 
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WHAT ACCOUNTANTS ARE SAYING 


The following are extracts from recent 
public addresses on topics of interest to 
certified public accountants: 


Significant Departures in the 

Revenue Act of 1936. 

By Victor H. Stempf, of New York, be- 
fore the American Management Asso- 
ciation. 

The question as to whether, for in- 
come-tax purposes, American law re- 
gards the corporation as an entity or as 
an intermediary, is one that deserves at- 
tention. 


If a corporation is regarded merely as 
an intermediary for the shareholders, by 
consequence, its income is to be con- 
sidered as really that of the stockholders, 
in proportion to their holdings, and 
taxable to them. A corollary of this 
conception is that the income should be 
taxed only once... . 

Since a corporation is a creature of 
the state evolved to permit a group of 
individuals to carry on business with 
limited liability and free from the disa- 
bilities of the partnership type of organ- 
ization (such as limitation on number of 
members and unmarketability of the 
members’ shares), it is inconsistent to 
assert that corporate income becomes 
some other sort of income when paid 
over to its owners. It would seem logi- 
cal that the taxation of the income 
of both corporations and partnerships 
should be accomplished in like manner 
and that double taxation should be 
avoided. ... 

The point to note, is, however, that 
if, as we have assumed, the corporation 
is merely an intermediary and corporate 
income really belongs to the stockhold- 
ers, the principle that all income should 
be taxed in the same manner would re- 
quire that the stockholder be given 
eredit against his individual surtax on 
the income, when it is later distributed 
to him, for the proper proportion of the 
corporate surtax paid by the corpora- 
tion. The 1936 act provides no such 
credit, with the result that the same in- 
come will be taxed twice. 

But the fact is that American law 


does not consider that the corporation 
is merely an intermediary, and that cor- 
poration income should be taxed only 
once... . 

With the enactment of the 1936 act, 
which subjects dividends to normal tax 
in the hands of the individual share- 
holder, taxes inter-company dividends in 
part and imposes a surtax on undistrib- 
uted corporate income, it becomes quite 
definite that a corporation is now re- 
garded in our law as an entity, and not 
as an intermediary and that the theory 
that corporate income should be taxed 
only once has been completely aban- 
doned. The provision in the 1936 act 
placing a surtax on undistributed profits 
tends to confirm this change of attitude. 

Are the rates confiscatory and will 
they defeat revenue producing pur- 


poses? . . . The maximum normal tax 
and surtax payable would amount + 
about 32% of statutory net income 
When a corporation has actiia! net i 


come of approximately the sa» 
as its statutory net income, « rate 
although high, can scarcely 
confiscatory. ... 

However, where a corporation’s net 
income is far below its statutory net in- 
come by reason of large unallowable de- 
ductions, the taxes it now has to pay 
may well be confiscatory. .. . 

These examples show how urgent is 
the need for revision of the tax law to 
provide for the computation of statutory 
net income on the basis of recognized 
sound accounting principles, in place of 
the present method which arbitrarily 
disallows certain expenses and _ losses 
and which sometimes results in a cor- 
poration having to pay income taxes 
when it actually has no income. Such a 
revision would go far towards abolishing 
litigation of tax matters, would reduce 
the costs of administration of the tax 
law and would resolve the uncertainties 
which plague management. 

As to whether or not the new surtax 
will defeat revenue-producing purposes, 
the answer is definitely, ‘‘No.’’ Divi- 
dend distributions in the latter half of 
this year have shown substantial in- 
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creases in a great many cases, which will 
result in greatly increased revenue from 
individual income taxes, especially since 
dividends are now subject to normal tax. 
When this increase is added to the rev- 
enue from the surtax on undistributed 
profits arising from corporations .. . 
there would seem to be no doubt that 
the additional revenue of $620,000,000 
requested by the President will be 
raised. .. . There will be very few cases 
in which a strong corporation having a 
chance for profitable expansion of its 
business through the use of its earnings 
will abandon this chance rather than 
pay the surtax on such earnings. Even 
if it did pay out its earnings instead of 
using them for expansion, it would prob- 
ably do so only after adoption of some 
other means of raising the additional 
capital required. Nevertheless, the con- 
tinued exaction of the high surtax on 
undistributed profits will hit the weaker 
corporations particularly and retard or 
defeat their recovery. 


Precautions Against Unnecessary 

Income Taxes 

By E. C. Boye, of Kansas City, Missouri, 
before the Missouri Bankers Assoct- 
ation. 

Assuming for the moment that with 
the revenue act of 1936 we have reached 
a second peak in income taxation (which 
is not at all certain) and if we pause to 
compare, in general terms, the act of 
1918 with that of 1936, it is noted that 
the former imposed a tax, which more 
nearly resembles a true tax on income, 
while the latter, conceived in an effort 
to find new sources of revenue, had in- 
jected into it features that tend strongly 
in the direction of a combined income 
and capital levy. By this, I mean that 
the tax under the 1918 law bore some 
relation to the amount of income realized 
while under the 1936 law your bank 
might well sustain a substantial loss but 
at the same time be subjected to tax... . 

There has been injected into recent 
statutes a guessing contest at which the 
taxpayer nearly always loses; I refer to 
the capital-stock tax and excess-profits 
tax on corporations, the amounts of 
which are based in some measure on 


clairvoyance rather than on ratio to in- 
come. Such features and the multiple 
pitfalls in the system compel the tax- 
payer to take proper precaution at given 
times in order to avoid bearing more 
than his share of the burden imposed 
by law. With respect to any transac- 
tion, there are three moments when an 
ounce of prevention may be worth a 
pound of cure: 

First, before a transaction is consum- 
mated its effect on current and future 
taxes should be determined; this refers 
to unusual and extraordinary transac- 
tions and not to routine matters such 
as the granting of loans or sales of mer- 
chandise. ... 

Second, before filing a return, the tax- 
payer must consider the effect of the 
manner of its preparation. Certain elec- 
tions exercised and so expressed by the 
return may bind the taxpayer perma- 
nently. Two outstanding examples are 
joint returns by husband and wife and 
the original declaration of value in a 
capital-stock tax return. Once done, the 
joint return for a given year cannot be 
separated into two returns and once de- 
clared, the capital-stock valuation can- 
not be amended... . 

Third, before the tolling of the statute 
of limitations, if a taxpayer feels that, 
in the light of current decisions, past 
years’ taxes may have been over-paid, an 
investigation should be made now so that, 
where justified, refund claims may be 
filed before they are barred. However, 
the statute of limitations does not bar 
the correction of an error in a current 
return although the error may have been 
first committed in the return for a year 
now barred... . 

Closely associated with these questions 
is the right to file amended returns for 
past years. Many loans become doubtful 
but not positively bad, and much real 
estate shrinks in value; sometimes these 
items were ordered charged off by bank 
examiners and in most instances they 
were claimed as a deduction on tax re- 
turns but no reduction in tax was ob- 
tained thereby. In a great many more 
instances improper or no claim for de- 
preciation was or is being made. In 
other instances certain non-taxable in- 
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come has been included in the returns 
—one bank even returned as income the 
proceeds from sale of preferred stock 
and another, the proceeds from an as- 
sessment against stockholders. .. . 


Administration and Evasion of 
Gasoline Taxes 


By T. Coleman Andrews, of Richmond, 
before North American Gasoline Taz 
Conference. 


It has been my observation that even 
a poor law can be given strength by ef- 
fective administration and the best law 
in the world can be vitiated by poor 
administration. Let me, therefore, state 
what I consider to be some of the essen- 
tials of effective administration: 


(1) Qualified administrative person- 
nel—Qualified personnel is the most im- 
portant prerequisite to effective admin- 
istration of any undertaking. ... 


Those responsible for organizing the 
administration of public affairs have not 
fully recognized the necessity for prop- 
erly qualified administrative personnel, 
but the organization of groups of pub- 
lie administrators like your own, and 
the seriousness with which these groups 
are studying their problems, are encour- 
aging indications that the situation is 
being met and that the time is not far 
distant when the administration of pub- 
lic affairs will catch up with the tech- 
nical aspects of the laws by which pub- 
lie affairs necessarily are administered. 
It is an encouraging sign that public ad- 
ministrators are beginning to recognize 
the fact that political loyalty should be 
secondary to technical qualification in 
the selection of public servants. 


(2) Adequate and liquid bonds—The 
very nature of any gasoline tax law, at 
least of those thus far conceived, is that 
there be a substantial lapse of time be- 
tween the sale of gasoline and the col- 
lection of the tax thereon. Hence, it be- 
comes necessary for the states to assure 
the realization of the revenue from their 
gasoline taxes by requiring those upon 
whom the tax is imposed to give bond to 
assure payment of the tax when it is 
due. All too often these bonds have 
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been inadequate in amount, the security 
required has been much less than its 
stated value, and even the value which 
reasonably could be placed upon the 
security could not be readily realized. 
There seems but one remedy for this 
situation—namely, that none but cor- 
porate surety be accepted. 


(3) Offiice auditing of tax returns— 
Any system of gasoline tax administra- 
tion should include office auditing of the 
returns filed by those who become liable 
for the tax. It goes without saying that 
these returns should be complete, that 
is, that they should require all the in- 
formation that is necessary for a full 
and correct statement of the number of 
gallons upon which the tax is to be 
assessed. ... 


A very important phase of this audit- 
ing of tax returns is the following up of 
exceptions. We have seen manv eases 
where the auditing of returns wos ©! 
that could be desired, but the w' 
tem fell down because exevntio ver 
not followed up in such a man as te 
assure satisfactory disposition of 


(4) Field auditing of tax returns— 
It unfortunately has been found to be 
true that unless returns filed by taxpay- 
ers are checked against the taxpayers’ 
books, there will always be some tax- 
payers who will take advantage of the 
knowledge of this omission. It, therefore, 
becomes necessary to send auditors into 
the field to compare the returns filed by 
taxpayers with the taxpayers’ books. 
This is not just a ehecking job. It isa 
job which requires a clear understand- 
ing of the principles of modern account- 
ing and auditing. . .. You cannot expect 
a person not trained in accounting and 
auditing to understand and make an 
intelligent audit of modern books. 


(5) Field inspection and laboratory 
analysis—I should say that next in 
importance comes field inspection and 
laboratory analysis of the substances re- 
ported by the taxpayers. This is neces- 
sary not only for the purpose of deter- 
mining whether the distributors report 
as such the gasoline they receive, but 
also to protect the public against adul- 
teration. ... 
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(6) Codperation of state police—In 
the process of enforcement some activity 
of a police nature is almost invariably 
necessary. This activity can be best car- 
ried on through the established state 
police, where such officers exist... . 

(7) Adequate and accurate account- 
ing and reporting — Accounting and 
reporting are the eyes, but not the tools, 
of management. The purpose of ac- 
counting is to record what has hap- 
pened, and the purpose of reporting is 
to draw from this record of what has 
happened a picture of these happenings 
and a forecast of what is apt to happen 
in such form as to promote intelligent 
administrative judgment and action. An 
accurate accounting system should show 
not only financial facts, but also such 
statistical facts as will make possible the 
determination and reporting of the 
quantities of gasoline and other petrole- 
um products sold in each community 
and geographical division of the state. 
Such information is valuable because it 
provides a basis for judging the relative 
consumption of the various kinds of 
petroleum products imported, and thus 
lays the basis for the eradication of 
blending, which is one of the principal 
forms of evasion in some states. 


The Importance of Internal Auditing 
of Bank Operations 


By Frederick S. Willett, of South Bend, 
before the Northern Indiana Confer- 
ence of Bank Auditors and Comp- 
trollers. 


It appears to me that at no time has 
there been a greater need for the check- 
ing of banking operations than the pres- 
ent. 

The up-swing of business creates a 
desire to obtain financial advantage and 
the temptation to use capital in its at- 
tainment naturally may lead those hand- 
ling others’ funds, which are not strictly 
guarded, to borrow without authority. 

While accurate accounting is essen- 
tial, the prevention of loss through devi- 
ous methods is the more important func- 
tion of an auditor and audit programs 
should include practical preventive 
Measures against the wrongful acts of 


those who may be inclined to stray from 
the path of rectitude. 


The auditor should be the protector 
of the directors who are responsible to 
the stockholders. 

Since a heavy responsibility rests upon 
them, the directors should be protected 
against the results of irregularities 
through the work of auditors, qualified 
by nature, experience and training to 
prevent misstatement of the bank’s fi- 
nancial position, intentional or other- 
wise. This is particularly true during 
prosperous times. 

Directors’ examinations as they are 
usually made are unsatisfactory because 
few directors are qualified by experi- 
ence or have the knowledge of the sys- 
tematic procedure to conduct a thor- 
ough audit, and many of them do not 
have the proper inclination. Govern- 
ment employee examinations are mostly 
limited and are made for the primary 
purpose of determining the solvency of 
the institution. Both of these methods 
are inadequate as a deterrent to defal- 
cations or uncovering existing irregu- 
larities as has been repeatedly demon- 
strated. ... 


Every honest man has a right to feel 
that his work is important and desirable 
in the scheme of life and, as an inde- 
pendent observer, my opinion is that one 
of the most important jobs in a bank is 
that held by the internal auditor if he 
performs his duty. A well qualified 
man in such a position, responsible to 
the directors only, working without re- 
striction by the active officers ean do a 
better job than can be done by any other 
means. 

The practical application of the prin- 
ciples of internal auditing which re- 
quire (1) the placing of responsibility, 
(2) the establishment of a systematic 
office procedure, (3) the scientific divi- 
sion of work among the employees, and 
(4) the continual inspection and super- 
vision of.the work, will provide a most 
effective measure of prevention. 

The accuracy of the clerical work and 
the possibility of fraud are both gov- 
erned by the extent to which these prin- 
ciples are applied. 
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The Unjust Enrichment Tax 
(Windfall Tax) 


By John F. Evans. 


Returns are due December 15th, but 
owing to the vast amount of work in 
connection with the assembling of the 
required information, many concerns 
find themselves unprepared to file on 
that date. In that case, it would be wise 
to apply for an extension. Some con- 
cerns are preparing to seek injunctions 
against the payment of the tax. On 
September 30th of this year, Judge 
Baltzell of the district court of the 
United States for the southern district 
of Indiana, granted a temporary injunc- 
tion in the case of Kingan & Co. vs. 
Smith, and I understand that on No- 
vember 24th, Judge Paul, judge of the 
district court of the United States for 
the western district of Virginia, granted 
a temporary restraint against the col- 
lector in the case of Shenandoah Milling 
Co. vs. Early. However, an injunction 
was denied in the United States district 
court for South Carolina in the case of 
White Packing Co. vs. Robinson, and the 
plaintiffs have appealed to the United 
States circuit court of appeals from that 
decision. 

The applicants for these injunctions 
have generally alleged that the tax 
is unconstitutional on the following 
grounds: 

1. The tax is not an income tax, but 
a direct tax which should be ap- 
portioned among the states. 

It is an attempt to collect what 
the supreme court has held un- 
collectible. 

The tax does not reach all who 
were ‘‘unjustly enriched’’, not af- 
fecting those who have no net in- 
come for the period from the sale 
of tax-free goods. 

It is not a tax at all, but a confis- 
catory, penalizing and arbitrary 
exaction. 

If the taxpayer made no profit 
from all operations, he could not 
have a profit from any particular 
source. 

Mere unconstitutionality of a tax, 
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injunction in view of section 3224 of the 
revised statutes, which provides as fol- 
lows: 

**No suit for the purpose of restrain- 
ing the assessment or collection of any 
tax shall be maintained in any court.’’ 

If there are exceptional and extra- 
ordinary circumstances present, as for 
example, if the taxpayer does not have 
an adequate remedy at law, for the re- 
covery of the tax, then there are equit- 
able grounds for relief by the court, and 
the statute is no bar to an injunction. 

That point seems to be the main diffi- 
culty, for the general administrative 
provisions of the income-tax law are 
made applicable to the windfall tax, and 
by virtue thereof one may recover an 
illegally collected tax. Consequently, it 
may be argued that the taxpayer has 
an adequate remedy at law. In the 
words of the government’s attorney in 
the Kingan case—‘‘Accordinelv. it is 
open to complainants, if tlic returns 
which they file according to the |» w show 
a tax due thereunder, to pay the ‘ax and 
sue for its recovery. If.. y owe 
no tax under this statute because they 


did not pass on the burden of the amount | 


of processing tax . . ., they have the 
right under the statute. to file returns 
so stating. Should the Commissioner of 
Internal Revenue not agree that they 
did not pass on the tax, he can assess 
deficiencies against them accordingly. If 
the returns are filed in good faith, no 
penalty can be imposed upon the com- 
plainants. From such deficiencies the 


complainants have the familiar remedy | 


of appeal to the board of tax appeals, 
before which they can litigate all ques- 
tions arising out of the application of 
the statute.’’ 


The Revenue Act of 1936 


By John T. Madden, of New York, be- 
fore joint meeting of Buffalo, Roch- 
ester and Syracuse chapters of New 
York State Society of Certified Public 
Accountants. 


The tax situation in which we find 
ourselves is not an isolated phenomenon 
in the social picture. It is, on the con- 


however, is not sufficient basis for an trary, related to the whole philosophy of 
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financial reorganization which goes back 
to the era before the war. There is no 
doubt in my mind that the idea of a 
better distribution of wealth lies some- 
where in the consciousness of law mak- 
ers. Have directors of corporations 
either consciously or unconsciously gone 
too far in withholding profits from dis- 
tribution? There is evidence that this 
has been done in some instances with the 
result that stockholders have been forced 
to make an additional investment in the 
company to the extent of surplus with- 
held that might well have been released 
to them. It is beside the point to counter 
with the statement that the stockholders 
have the right to force the surplus out 
by electing a board of directors pledged 
to that end. The difficulty of mass action 
of stockholders in large corporations is 
well recognized. And, of course, we 
know that some corporations were or- 
ganized for the express purpose of tax 
avoidance. .. . 

Due to certain other circumstances we 
must admit that it is not a perfect piece 
of legislation and that it has many ob- 
jectionable features. But if business will 
take a more objective attitude toward 
the whole problem of social reconstruc- 
tion and taxation, it will be possible to 
remedy much of the defect... . 

Let us, therefore, evaluate the new 
tax bill in the terms of the newer con- 
ceptions of finance which are not alone 
domestic but international in scope. I 
am convinced that the distribution of 
profits which is the underlying theory 
of the revenue act of 1936 provides an 
additional basis for sound business re- 
vival. In fact, this very revival of busi- 
ness may be a substantial measure of 
aid to those corporations which are al- 
leged to be the greatest sufferers from 
the legislation. It is true that previous 
study by economists and tax authorities 
has led to the conclusion that a tax of 
this character was economically undesir- 
able. But these conclusions were drawn 
on the premise of a different financial 
mechanism. Let us look at this factor 
for a moment. 

The government is in control of the 
money market. I have not the time, nor 
is this the place, to discuss the details, 


but I cannot imagine any more propi- 
tious time in our history to try the 
experiment inaugurated by the act. 
Money rates will be what the govern- 
ment wishes them to be. They are low 
now compared to previous periods. For 
example, the prohibition against the al- 
lowance of interest on commercial de- 
posits has cut from % to 14% out of 
our basic interest rates in this country. 
Never before were banks in a better 
position to make sound loans. And if 
banks will not make sound loans, some 
new mechanism will be devised to take 
care of this condition. Never before have 
we possessed such effective machinery to 
control the movement of rates. Sooner 
or later, the market must seek sound in- 
vestments in corporate enterprises. Both 
senior and junior financing at reason- 
able rates is encouraged. Obviously, in- 
vestors must likewise become accustomed 
to lower rates of return on both classes 
of securities. 

I mention these things because they 
are directly related to the new condi- 
tions created by the revenue act, al- 
though their relation is somewhat ob- 
scured by the more pressing problems, 
such as estimating earnings, and arrang- 
ing for dividends and wage adjust- 
ments. Corporations which are entitled 
to eredit should have no difficulty in 
inducing present or new investors to 
buy securities. Similarly, corporations 
entitled to credit should find no diffi- 
culty in obtaining it at the banks for 
their legitimate needs. The others, that 
is those who are not entitled to accom- 
modation, should be liquidated to avoid 
further losses. This condition will last 
as long as the present monetary policy 
of the government shall prevail... . 

Good lawyers assure us that the pres- 
ent law is probably constitutional, and 
hence we must for the present either 
pay the tax imposed or distribute the 
income. If the present law is to remain 
as a permanent feature of our fiscal 
policy (and I believe that this act or 
some modification of it will be), it may 
have profound social and economic con- 
sequences. In fact, it may help greatly 
in developing a more sound policy of 
corporate finance. 
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MEETINGS AND ELECTIONS 


Arizona Society of Public Accountants 

Date: November 7, 1936, annual meeting. 

Place: Phoenix. 

Speaker: Arthur A. Foster, of Prescott, “So- 
cial-security legislation.” 

Elections: President—James A. Smith, of 
Phoenix. 
Vice-president—Thomas J. Elliott, of 
Tucson. 
Secretary—Daphne Latham, of Phoenix 
Treasurer—L. N. Treadaway, of Phoe- 
nix. 


Arkansas Society of Certified Public 
Accountants 
Date: November 5, 1936, annual meeting. 
Place: Little Rock. 
Elections: President—L. B. Croft, of Little 
Rock. 
Vice-president—J. L. Swofford, of Fort 
Smith. 
Secretary-treasurer—Alfred R. Lile, of 
Little Rock. 


Connecticut Society of Certified Public 

Accountants 

Date: November 12-13, 1936, tax confer- 
ence. 

Place: Hartford. 

Topics: “Capital-stock, excess-profits taxes 
and tax-control methods,” Milton Fried- 
berg, chairman. 

“Revenue act of 1936,” C. Leonard 
Johnson, chairman. 

“Dividends and surplus distribution,” 
Russell C. Everett, chairman. 
“Mergers, consolidations and reorgani- 
tions,” Seth Hadfield, chairman. 


Florida Institute of Accountants 

Date: November 6-7, 1936, semi-annual 
meeting. 

Place: Jacksonville. 

Speakers: Harry M. Turnburke, of Clear- 
water, “The Florida probate act.” 
Harley Howard, U. S. internal-revenue 
agent in charge for the district of Flor- 
ida, “Administration of the federal in- 
come-tax law.” 

Harry G. Taylor, Florida representative 
of the office of the general counsel, U. 8S. 

Treasury Department, “Matters consti- 

tuting fraud in federal income-tax 

eases.” 


R. Warner Ring and Roger Cole, “The 
annual meeting of the American Insti- 
tute of Accountanis.” 


Massachusetts Society of Certified Public 

Accountants 

Date: November 23, 1936. 

Place: Worcester. 

Speakers: J. Chester Crandell, “Administra- 
tion of the social-security act in Massa- 
chusetts.” 

Charles F. Rittenhouse, “The annual 
meeting of the American Institute of 
Accountants.” 

Charles C. Kimball, “Accountants re- 
ports.” 


Michigan Association of Certified Public 

Accountants 

— State College, Division of Liberal 

rts 

Date: November 6, 1936, 12th annual Mich- 
igan accounting conference 

Place: East Lansing. 

Speakers: R. E. Weaver, of Cran. 
“The natural business yes: 
Frank L. Seidman, of C { Rapids 
“The social-security act.” 
Lloyd C. Emmons, dean of the division 
of liberal arts, Michigan State College, 
address of welcome. 
John A. Hannah, secretary, State 
Board of Agriculture, ‘‘Observations.’’ 
Malcolm K. Whyte, of Milwaukee, at- 
torney, “The Robinson-Patman act.” 
Dean W. Kelley, chairman, State Bar 
of Michigan committee on unauthorized 
practice of law, “Relation between ac- 
countants and lawyers.” 
Robert E. Warren, of Cleveland, “Mod- 
ern requirements for financial state- 
ments.” 
Herold H. Reinecke, special agent in 
charge, federal bureau of investigation, 
U. S. Department of Justice, “The work 
and functions of the federal bureau of 
investigation.” 

Montana Society of Certified Public 

Accountants 

Date: November 20, 1936, annual meeting. 

Place: Helena. 

Speakers: Robert C. Line, dean of the 
school of business administration, Uni- 
versity of Montana. 
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Hugh D. Galusha, of Helena, “Impor- 
tance of state societies.” 

C. L. Burley, representing the U. S. 
bureau of internal revenue, ‘‘The so- 
cial-security act.’’ 

William Finlay, of Great Falls, “Depre- 
ciation and depletion.” 

George Finlay Simmons, president of 
the University of Montana. 

Hal Higgins, of Helena. 

Elections: President—Roscoe L. Thomas, of 
Butte. 

Vice-president—Douglas N. Wilson, of 
Great Falls. 

Secretary-treasurer—John J. Walsh, of 
Helena. 

New Jersey Society of Certified Public 

Accountants 

Date: November 19, 1936. 

Place: Newark. 

Speakers: A. B. Hossack, representing an 
appraisal company, and Maurice E. 
Peloubet, of New York, “Depreciation 
and obsolescence.” 

New York State Society of Certified Public 

Accountants 

Date: November 23-24, 1936. 

Place: New York. 

Speakers: Roy H. Palmer, first assistant di- 
rector of the state income-tax bureau, 
“Some problems of administration of 
the state income and unincorporated- 
business tax.” 

Benjamin Harrow, member of the soci- 
ety’s committee on state taxation, “Re- 
cent decisions affecting New York state 
taxes.” 

Roswell Magill, professor of law at Co- 
lumbia University, “Planning the dis- 
tribution of an estate.” 

Norman G. Chambers, chairman of the 
society’s committee on federal taxation, 
“Practical application of tax princi- 
ples.” 

Robert Ash, tax consultant, “The proce- 
dure in handling tax eases before the 
board of tax appeals and the courts.” 
Nicholas Salvatore, member of the soci- 
ety’s committee on federal taxation, 
“The corporate surtax on undistributed 
profits imposed by the revenue act of 
1936.” 

Joint Meeting of Rochester, Buffalo and 

Syracuse Chapters 

Date: November 18, 1936. 
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Place: Rochester. 

Speakers: John T. Madden, dean of the 
school of commerce, accounts and fi- 
nance, New York University, Joseph J. 
Klein, of New York, and Franklin C. 
Ellis, of New York, “The revenue act of 
1936 and the problems it presents to 
executives.” 


Ohio Society of Certified Public Account- 

ants 

Cincinnati Chapter 

Date: November 18, 1936. 

Speakers: Stanley A. Hittner, “The excess- 
profits tax.” 
William H. Mers, “The social-security 
act.” 
Berl G. Graham, “Distributing manu- 
facturing burden.” 


Oklahoma Society of Certified Public Ac- 

countants 

Date: November 17, 1936, annual meeting. 

Place: Oklahoma City. 

Elections: President—Oscar R. Davis, of 
Oklahoma City. 
Vice-presidents — Charles McCune, of 
Tulsa, and Walter D. Snell, of Okla- 
homa City. 
Treasurer—Herman Muhlherr, of Tulsa. 
Secretary—Albert W. Cory, of Okla- 
homa City. 


Pennsylvania Institute of Certified Public 
Accountants 
Scranton Chapter 
Date: November 16, 1936. 
Speakers: Victor H. Stempf, of New York, 
“Internal auditing.” 
J. Elwood Nesky, “Inventory control.” 


West Virginia Society of Certified Public 

Accountants 

Date: October 30-31, 1936, annual meeting. 

Place: Morgantown. 

Speakers: Paul H. Price, state geologist, 
“The geological history of West Vir- 
ginia.” 

Chester M. Kearney, “Inflation—Its na- 
ture and prospect.” 

Elections: President—Louis F. Tanner, of 
Morgantown. 

Vice-presidents—J. E. Beatty, of Hunt- 
ington, and I. F. Jennings, of Welch. 
Secretary—H. R. Howell, of Charleston. 
Treasurer—N. R. Fitzhugh, of Charles- 
ton. 
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ANNOUNCEMENTS 


Bachrach, Sanderbeck & Company, of 


Harry W. Moore, of Los Angeles, con 


Pittsburgh, announce that Paul Katzen has ducted an open-forum discussion of “Bank-J 


been admitted to membership in the firm. 


Benedict & Miller, of Oklahoma City, an- 
nounce the admission of Larry G. Petering 
to partnership in the firm. 


Harry W. Bundy, of Elizabeth City, N. 
C., announces the return of John Moran 
as an active member of the partnership of 
Bundy & Moran. 


Ernest B. Cobb, of New York, announces 
the removal of his offices to 25 West Forty- 
third street. 


John Harman Eldridge, of San Francisco, 
announces the opening of an office at 1204 


Burlingame avenue, Burlingame. 


Hans William Fick, of South Bend, an- 
nounces the opening of an office in suite 


424, J. M. S. building. 


W. C. Heaton & Co., New York, announce 
the admission of Howard E. Jackson as a 
member of the firm. 


Walter J. Hollings, of San Francisco, 
_ announces the removal of his offices to 1115 
‘Russ building. 


Leslie, Banks & Company, of New York, 
announces that H. W. Funk, O. A. Gran- 
lund and H. K. Haas have been admitted to 
membership in the firm. 


Daniel Lipsky, of New York city, an- 


nounces the opening of an office at 19 Rec-; 
tor street. 


John B. McGinley, of Washington, D. C., 
announces the removal of his office to the 


Union Trust building at 15th and H streets, 
N. W. 


ing under the revenue act of 1936” at a 
meeting of group five of the California 
Bankers Association, November 21st. 


Harry Rubenstein announces the opening 
of offices in the Perth Amboy National Bank 
building, 313 State street, Perth Amboy. 


J. Roger Yates, of the District of Colum- 
bia, announces the removal of his office to 
the Munsey building. 


Raymond T. Anderson, of Dallas, a 
at a meeting of the Southwestern Toe 17» 
ufacturers Association held at Dalia, 


vember 11th, on “The new federal ‘ax lay ” 


E. C. Boye, of Kansas City, spoke at four 
group meetings of the Missouri Bankers As- 


sociation during the week ending October 
19th. 


J. William Hope has accepted an invita-@ 
tion to serve on the legislative committee of } 


the Connecticut Chamber of Commerce as a Me 


representative of the Connecticut Society of 
Certified Public Accountants, of which he is 
president. 


Charles F. Rittenhouse, of Boston, spoke 
at the New England regional meeting of the 
National Association of Credit Men, held at 
Boston on November 18th, on “The natural 
year.” 


«Prior Simclair, New York, has been ap- 
pointed vice-chairman of the accounting divi- 
sion in the United Hospital Campaign to 
raise funds needed by 88 voluntary hos- 
pitals in the city of New York. 
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